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(US$12,040,000) from the International Monetary Fund 
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September and November of this year (see this News 
Survey, Vol. VI, pp. 91 and 165). 


Source: International Monetary Fund, Press Release 
No. 216, Washington, D. C., December 7, 1953. 





The volume of gold sales in the free market in 1953 
is expected to exceed the 12 million ounces which it is 
believed were sold there in 1952. The increase is attrib- 
uted primarily to the South African decision to relax 
restrictions. At the same time gold, which was still being 
hoarded in France in 1952, is now being offered in the 
Paris market, where monetary tightness has forced some 
sales, and some operators have begun to sell forward. 
This may provide some support for the market when 
these forward positions are closed, but in the meantime 
it has pushed the free price lower than might otherwise 
have happened. 

Some free market sales of South African gold were 
reported in the last week of November, at $34.85 per fine 
ounce. When South African gold is sold through the 
Federal Reserve Bank of New York to the U.S. Treasury, 
the net price received by the seller, after allowance for 
insurance, freight, and handling charges, is $34.77. 

It is anticipated that one consequence of the disappear- 
ance of the premium on “free” gold will be an increase 
in official montary reserves, as there will no longer be 
any inducement for producers to prefer to sell to private 
hoarders. Sellers will, however, continue to prefer sales 
for hard currencies, so that, initially, increasing supplies 
of gold are likely to flow into the reserves of dollar coun- 
tries. However, the monetary reserves of other countries 
where there has been a hoarding demand for gold should 
also benefit ultimately, since in the past dollars which 
should have been turned over to the exchange control 
authorities have often been diverted to the purchase of 
gold for hoards. 

Sources: The Manchester Guardian, Manchester, Eng- 
land, November 19, 1953; The Economist, No- 
vember 28, 1953, and The Times, November 30, 
1953, London, England. 


Europe 
Sterling Area Reserves 


The gold and dollar reserves of the sterling area in- 


creased by a further $41 million in November, to $2,561 








U.S. defense aid accounted for $24 million of 
the increase during the month, bringing to $287 million 
the total increase in reserves attributable to U.S. dollar 
aid in the first eleven months of 1953. In November, 
$15 million was paid to EPU in settlement of half of the 
U.K. October trading deficit of £10.8 million. Other gold 
and dollar movements, representing the “normal” surplus 
excluding EPU and U.S. defense aid, added $32 million 


to the reserves. 


million. 


lst 2nd 3rd 
Qtr. Qtr. Qtr. Sept. Oct. Nov. 
(monthly averages in million U.S. dollars) 
Gold settlement 


with EPU .... + 32 +14 —6 —15 +6 —16 
U.S. aid ..... + 35 +20 +28 +28 +13 +24 
Other gold and dol- 

lar movements. + 389 +33 +18 + 4 +15 +32 
Change in reserves +106 +67 +40 +17 +34 +41 
Reserves at end of 

period ....... 2,166 2,367 2,486 2,486 2,520 2,561 


It is thought in London that part of this increase may 
represent purchases of Russian gold, over £5.5 million of 
which arrived in the United Kingdom in the last week 
of November. This gold was consigned to a London 
bullion dealer, but the ultimate destination of all the 
17 tons that arrived is not known. The deficit in the 
Russian balance of payments that has led to sales of gold 
is due more to recent declines in Russian exports than to 
any increased demand for imports of consumer goods. 
The transition from sellers’ to buyers’ markets, and the 
change in the United Kingdom from government to pri- 
vate trading in grain and timber, caused a sharp fall in 
Russian exports to the United Kingdom, from £47.8 
million in the first nine months of 1952 to £26.5 million 
in the corresponding months of 1953. 

The U.K. account with EPU improved in November, 
provisional results showing a surplus of £3.2 million; a 
seasonal increase in sterling area commodity exports 
probably accounts for part of this improvement. The 
surplus will result in gold receipts by the United Kingdom 
of about $4.5 million in December. However, payments 
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amounting to almost $180 million must be made in De- 
cember on the U.S. and Canadian loans. Of these, about 
$74 million of interest and $45 million on the principal 
are due on the U.S. loan, and $11.9 million of interest 
and $6.7 million on the principal will arise on the lend- 
lease settlement. The Canadian loan repayments call for 
$23 million of interest and $14 million on the principal, 
the actual amounts varying according to the rate of ex- 
change on the day the transfer takes place. 

If it is assumed that the present rate of surplus will 
continue in December, and if allowance is made for these 
repayments, the net increase in reserves in 1953 is likely 
to be about $570 million, compared with a decline of 
about $489 million in 1952. 

Sources: The Financial Times, December 3, 1953, and 


The Economist, December 5, 1953, London, 
England. 


Private Production of Gold Coins 


The Sezione Istruttoria Milan on November 21 reversed 
the earlier decision of the Examining Magistrate of Milan 
that the gold sovereign was no longer legal tender and 
that the unauthorized coining of sovereigns was, there- 
fore, not to be regarded as unlawful (see this News 
Survey, Vol. VI, p. 110). The British Treasury lawyers 
argued that, although the use of sovereigns as coinage is 
now limited by Exchange Control regulations, the fact 
that they are still officially minted (e.g., 138,000 pieces 
in 1949) and are used in international governmental 
arbitrage dealings brings them within the definition of 
legal tender, and the Milan Court accepted this claim. 
Similar cases are pending in Trieste, Turin, Tangier, and 
Ziirich. 

Sources: The Bankers’ Magazine, November 1953, and 
The Financial Times, November 24, 1953, Lon- 
don, England. 


U.K. Receipts of U.S. Aid 

During the first third (July-October) of the U.S. fiscal 
year 1953-54, U.K. receipts of defense aid from the 
United States decreased to an average of $24 million a 
month, from an average of $30 million a month in fiscal 
1952-53. These figures include only receipts of Mutual 
Security Aid and Mutual Defense Assistance, and omit 
such incidental receipts as those under the Katz-Gaitskell 
agreement in 1952 and payments for offshore procure- 
ment orders. Earlier this year, the U.S. Director of 
Mutual Security had announced that “direct defense” aid 
to the United Kingdom would be halved in the year 
ending June 30, 1954, and again reduced in the follow- 
ing year. 

The U.K. Chancellor of the Exchequer has recently 
estimated total defense aid receipts in 1952-53 at $567 
million. This total includes not only the two kinds of 


ordinary defense aid, but also receipts under the Katz. 
Gaitskell agreement and the “Benton-Moody amend. 
ments,” as well as payments for offshore orders. The 
last group accounts for only $20 million of the total, but 
the value of orders placed had already risen to $450 
million by the middle of this year, and this source of 
receipts should grow in importance in the future, prob- 
ably in the fiscal year 1954-55. The Chancellor’s figure 
probably also includes the backlog of $200 million in 
ordinary defense aid allocations outstanding at the end 
of June, part of the $85 million earmarked for financing 
aircraft production, amounts allotted under sections 541 
and 540 of the Mutual Security Act 1953, and receipts 
—estimated at over $150 million in 1952-53—from the 
expenditures of U.S. forces in Britain. While, therefore, 
the form in which U.S. aid is given has changed, its total 
value may not be greatly reduced, at least for the next 
year or two. 


Source: The Times, London, England, December 2, 1953. 
U.K. Industrial Production 


Preliminary estiniates of U.K. industrial production 
put the index of output by all industries in October at 
127 or 128 (1948—100). This is the highest level 
reached since the index was revised and represents a 
considerable advance, not only over the October 1952 
index of 120, but also over the index of 121 reached 
in October 1951, the peak postwar year. The all-indus- 
tries index for September is now given provisionally 
as 125, which also represents a gain over the levels 
reached in 1952 and 1951. 

The picture is, however, less encouraging than these 
figures suggest, since most of the increase in the present 
year derives from greater home demand, and a substan- 
tial part of the increase in output comes from building 
activity. The greater part of the gain in manufacturing 
over the high 1951 level lies in vehicle production, but 
vehicle exports are considerably less than in the earlier 
year. A consistent gain above 1951] is evident in the 
food, drink, and tobacco section. On the other hand, 
engineering, shipbuilding, and electrical goods output has 
been lagging with equal consistency. 

Source: The Financial Times, London, England, Novem- 


ber 28, 1953. 
Danish Pork to the United Kingdom 


A contract has been concluded between the Danish 
exporters and the U.K. Ministry of Food for delivery by 
Denmark of 6,000 tons of fresh pork to England. The 
total value is about DKr 30 million (US$4.3 million). 
One thousand tons is to be delivered before Christmas 
and the remainder during January and February. 

In 1953, Denmark has delivered 11,000 tons of frozen 
pork, valued at about DKr 40 million ($5.8 million). 


INTERN 
The pr 
sponds 
howeve 
British 


Source: 


Norwe¢ 

After 
agreed 
a new 
and Cz 
agreem 
NKr 9. 
former 
or koru 
expecte 
Source: 


Germar 

A co 
Germar 
heavy i 
delivery 
equipm 
of the 
agreem 
for equ 
area ni 
at 65,01 
credit | 
alumini 
produc 

Acco 
contrac 
be gra 
Export 
limited 
the cor 
ernmer 
Herme: 


Source 





INTERNATIONAL FINANCIAL News Survey, December 11, 1953 191 


The price of the fresh pork in the new contract corre- 

sponds to the current bacon price of 237s 6d; this price, 

however, is about 23 per cent less than the price paid to 

British farmers. 

Source: Harald R. Martinsen, Danish Letters, Copen- 
hagen, Denmark, November 27, 1953. 


Norwegian-Czech Payments Agreement 

After lengthy negotiations, during which Norway 
agreed to resume quotations of the Czechoslovak koruna, 
a new payments agreement has been signed by Norway 
and Czechoslovakia. The total amount covered by the 
agreement is NKr 7 million (US$980,000), which is 
NKr 9.5 million less than the amount covered by the 
former agreement. Payment may be made in either kroner 
or korunas. Negotiations for the exchange of goods are 
expected to begin in January. 
Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 

way, December 3, 1953. 


German Loan to Greece 


A contract was signed on November 11 by the Federal 
German Government, in conjunction with three large 
heavy industrial concerns, and a Greek mission for the 
delivery of DM 200 million (US$50 million) worth of 
equipment and services on credit for 6-8 years. One half 
of the credit can be used immediately. A preliminary 
agreement has already been made with the Krupp firm 
for equipment and technical aid in mining the Larymna 
area nickel ore, the annual output of which is estimated 
at 65,000 tons. Among other projects to be aided by the 
credit are those intended to increase iron ore mining, 
aluminum production, oil refining, sugar and molasses 
production, and shipbuilding. 

According to the Economist, the financing of these 
contracts has still to be worked out. The credit will not 
be granted by the Federal State, and the capital of the 
Export Credit Company, whose transactions are normally 
limited to four-year credits, is not adequate. However 
the contract may finally be financed, the German Gov- 
ernment will carry the risk through the operation of the 
Hermes credit insurance company. 

Sources: The Financial Times, November 12, 1953, and 
The Economist, November 28, 1953, London, 
England; Handelsblatt, Diisseldorf, Germany, 
November 13, 1953. 


Middle East 


Egypt’s Foreign Trade 

During the first eight months of 1953, Egypt imported 
goods valued at LE110.9 million, compared with 
LE 144.8 million during the corresponding period in 
1952. The reduction was due to the curtailment of im- 


ports of luxury goods as part of the austerity policy of 
the present regime. Exports in the 1953 period fell to 
LE 90.6 million, from LE 105.2 million in the same 
period last year, owing to a fall in cotton prices and a 
decline in rice exports. The trade deficit was reduced to 
LE 20.3 million, compared with LE 39.6 million during 
the first eight months of 1952, and further reduction is 
expected during the remaining months of 1953 as a 
result of the government policy to encourage exports, 
conclude trade and payments agreements with a number 
of countries, and restrict imports of nonessential goods. 
In the eight-month period this year, Egypt had a fa- 
vorable trade balance with fourteen countries. The larg- 
est balance, LE 9.7 million, was in trade with India. The 
balance with Japan was LE 4.4 million; France, LE 3.2 
million; China, LE3 million; Spain, LE1.9 million; 
and Austria, LE 1.2 million. During the same period, 
the trade balance was unfavorable with thirty-four coun- 
tries, but the deficit in each case was smaller than during 
the corresponding period in 1952. Foremost among these 
were the United States, with which Egypt had a deficit 
of LE 11.6 million. Other unfavorable balances were 
with Western Germany, LE7 million; Canada, LE 5.6 
million; the United Kingdom, LE 2.9 million (compared 
with LE 15.9 million last year); and the Netherlands, 
LE 96,000 (compared with LE 7.6 million last year). 


Source: Al Ahram, Cairo, Egypt, November 25, 1953. 
Israeli Development Budget 


The Israeli Parliament has adopted a development 
budget amounting to 1£145 million for the fiscal year 
ending March 31, 1954, to be used mainly for the devel- 
opment of agriculture, new settlements, large-scale irriga- 
tion projects, exploitation of natural resources, electrifi- 
cation, port improvement, and the promotion of tourism. 
The new budget exceeds last year’s development budget 
by 1£30 million. The major sources of revenue are the 
counterpart of reparations from Western Germany, the 
counterpart of grants-in-aid from the United States, and 
the sale of Independence bonds in the United States. 
Sources: Israel Economic Horizons, New York, N. Y., 

October 1953; The Israel Economist, Jerusalem, 
Israel, September 1953. 


Import Restrictions in Syria 

The importation into Syria of all textiles of pure wool 
has been prohibited by a ministerial order, whose pur- 
pose is to protect the national wool industry. Import 
licenses issued for the importation of pure wool and tex- 
tiles will remain in force only if the commodities have 
been shipped or payments therefor have been effected. 

On the other hand, the cancellation of ministerial 
orders issued in October and November 1952 and pro- 
hibiting the importation of certain other goods—such as 
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statuettes, ornaments, leather goods, certain fabrics, cos- 

metics, wine, and other alcoholic drinks—will ailow the 

importation of such commodities to be authorized. 

Source: Le Commerce du Levant, Beirut, Lebanon, No- 
vember 28, 1953. 


Encouragement of Foreign Investment in Lebanon 

The Lebanese Council of Ministers has approved and 
submitted to Parliament a Decree Law that exempts from 
income tax for a period of six years all establishments 
contributing to increases in national production and to 
improvement in the national economy. In order to benefit 
from the tax exemption, new establishments must have 
capital of at least LL 1 million, and salaries and wages 
paid to Lebanese employees and workers should reach 
LL 100,000 per year. Tax exemption will also be granted, 
under similar conditions, to existing establishments that 
increase their invested capital by LL1 million, but for 
these establishments the exemption will be based on only 
the amount of the capital increase. 
Source: Le Commerce du Levant, Beirut, Lebanon, No- 


vember 18, 1953. 


Far East 


Progress of India’s Development Plan 

The first two years of operation of India’s first Five 
Year Plan (see this News Survey, Vol. V, pp. 197 and 
273) were completed on April 1, 1953, and the Planning 
Commission has assessed the results in various sectors. 
Production of food grains and of commercial crops has 
increased substantially, the former by about 1.2 million 
tons in the first year and by another 4 million tons in 
the second. Jute production has risen by 1.4 million 
bales, cotton by 390,000 bales, and sugar cane by 300,000 
tons. Under the major irrigation projects, 1.42 million 
acres of additional land have been brought under irriga- 
tion and 315,000 kilowatts of additional power generated. 

Improvement of raw material supplies, particularly 
jute and cotton, helped to raise industrial output by some 
15 or 20 per cent over the 1950-51 output. Among the 
important industries showing increases were cotton tex- 
tiles, cement, iron and steel, paper and paper boards, 
sewing machines, bicycles, and jute goods. The output of 
mill-made textiles has already touched the target sched- 
uled for the fifth year of the plan. 

In the public sector, some of the important industrial 
undertakings—such as the Sindri Fertilizer Factory, the 
Chittaranjam Locomotive Works, the Indian Telephone 
Industries, the Indian Rare Earths, Ltd., and the Machine 
Tool Prototype Factory—have already started production. 

During the two years, six ocean-going ships were built 
at the Visakhapatnam Shipyard, and coastal shipping 
tonnage increased by 77,000 tons. Nearly 380 miles of 


national highways and strategic roads were constructed 
and over a thousand miles of existing roads improved. 

Among the projects to strengthen the country, the 
foremost are those of the Community Development Pro. 
gram and the National Extension Service. The former 
covers 70,000 villages, with a population of 46.2 million, 
and applies to agriculture, sanitation, health, cottage in. 
dustries, education, etc. The latter covers 50,000 villages, 
with a population of about 33 million, and its main em. 
phasis is on agricultural improvement. 

Of the planned total outlay equivalent to US$4,345 
million for the entire five-year period, $1,230 million 
(28 per cent) was spent during the first two years. After 
account is taken of the budgetary resources likely to be 
available to the Central and State Governments and of 
the planned deficit finance of $609 million, a deficit of 
the order of $1,094 million is anticipated; it will have 
to be met by greater domestic effort or by external 
assistance. 

During the first two years of the plan, India received 
foreign grants and loans of $398 million: the U.S. Wheat 
Loan ($190 million) ; assistance from the United States 
under the Technical Cooperation Agreement ($88 mil- 
lion); assistance from the Commonwealth countries— 
Canada, Australia, and New Zealand—under the Colombo 
Plan ($43 million); loans from the International Bank 
for Reconstruction and Development ($71 million) ; and 
loans from other sources, including the Ford Foundation 
($6 million). 

Source: Embassy of India, India News Bulletin, Wash- 
ington, D. C., November 12, 1953. 


Interest on U.S. Wheat Loan to India 


Interest at the rate of 214 per cent per annum on the 
U.S. Wheat Loan to India has been payable since June 30, 
1952. The two Governments have now agreed that out 
of the interest accruing up to January 1, 1957 a sum 
not exceeding $5 million shall be placed in a special 
deposit fund with the U.S. Government for utilization 
on certain mutually agreed projects. The sum of $1 mil- 
lion already accrued to this fund will be used mainly for 
the supply of books and laboratory equipment from the 
United States and the exchange of scientists and students 
between the two countries. 


Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, November 16, 1953. 


Norwegian Aid to India 


As part of the Norwegian program to aid the Travan- 
core-Cochin State in India (see this News Survey, Vol. V, 
p. 391), the fishing fleet is being modernized. Two fish- 
ing canoes, recently returned to India after being 
equipped with motors in Norway, have had successful 
trials. A Norwegian-built fishing boat that also has been 
sent to India seems to suit the local conditions excellently. 
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Machines and equipment for a boat-building yard 
have been received from Norway, and, under the guidance 
of a Norwegian boat-builder, the conversion of boats 
will be started shortly. The India Fund will provide, 
free of charge, 100 boat motors to the fishermen’s co- 
operative unions, which will sell them to their members 
at a low price. 

Source: Norges Handels og Sjpfartstidende, Oslo, Nor- 
way, December 3, 1953. 


Ceylon’s Export Duty on Coconut Products 

It has been decided in Ceylon to replace the existing 
sliding scale duty on the export of coconut products by 
a flat rate. The new rates are Rs 260 per ton for copra, 
Rs 208 per ton for coconut oil, Rs 156 per ton for desic- 
cated coconut, and Rs 65 per 1,000 fresh nuts. These 
compare with the following rates ruling during the last 
week of November under the old schedule: Rs 315.5 per 
ton for copra, Rs 250.5 per ton for coconut oil, Rs 189.5 
per ton for desiccated coconut, and Rs 165 per 1,000 
fresh nuts. 
Source: The Times of India, Bombay, India, Decem- 

ber 4, 1953. 


Ceylon to Borrow in London 


The British Chancellor of the Exchequer has agreed 
to Ceylon’s obtaining a loan of up to £25 million within 
the next three years on the open market in London or 
from institutions in the United Kingdom. The Bank of 
England has agreed to act as agent of the Ceylon Govern- 
ment. 

Source: The Financial Times, London, England, Novem- 


ber 29, 1953. 


Japanese Development Bank to Lower Loan Rates 


Effective January 1, 1954, the Japanese Development 
Bank’s interest rate on loans to the electric power indus- 
try will be reduced from 7.5 per cent per annum to 
6.5 per cent. A similar cut in the rate has also been 
made retroactive to August 15, 1953 on loans to marine 
transportation companies. Further, a new rate of 8 per 
cent will be established, effective January 1, 1954 for 
loans to coal mining companies and April 16, 1954 for 
loans to iron and steel manufacturers. The loans to other 
enterprises will continue to bear the prevailing 10 per 
cent rate. 

Source: The Nippon Times, Tokyo, Japan, Novem- 
ber 25, 1953. 


Japanese Silk Exports 


Japanese silk exports have fallen off considerably in 
the current year, principally because of the high prices 
of raw silk and, to some extent, because of the carry-over 
of large stocks of silk goods in the United States, one 
of the principal markets for Japanese silk. In the period 


January-August, the volume of Japanese silk fabric exports 
was about 10.5 million square yards, only about half 
the quantity exported in the same period in 1952; and 
their value, about $5.2 million, was a little over three- 
fifths the 1952 value. The value of exports of silk manu- 
factures, such as handkerchiefs, scarfs, mufflers, etc., at 
$6.25 million, was only about four fifths of the value 
of such exports in the corresponding period of last year. 
There is, however, considerable optimism in Japanese 
trade circles about silk exports in the coming year, owing 
to an expectation of a reduction in raw silk prices fol- 
lowing an anticipated better cocoon crop. With the de- 
pletion of the U.S. stocks in the coming months, the 
orders from the United States are expected to increase. 
Furthermore, the improved grading of silk fabrics initi- 
ated by Japanese exporters is also calculated to be a last- 
ing aid in promoting sales abroad. The Japanese Min- 
istry of International Trade and Industry has recently 
banned the export of silk goods that are lighter than a 
minimum count of three momme (1 momme = 3.75 
grams). 

Source: The Journal of Commerce, New York, N. Y., 

November 18, 1953. 


Japan-China Trade 


A trade agreement signed on October 29 by a visiting 
24-member Japanese trade mission (see this News Survey, 
Vol. VI, p. 138) and the International Trade Promotion 
Committee of Mainland China calls for the exchange of 
commodities valued, each way, at £30 million. The 
agreement will be valid until December 31, 1954. Ex- 
ports of the two countries were classified in categories 
and designated by percentages. Transportation and pay- 
ments arrangements will be determined in the course of 
negotiations for specific trading contracts. 

According to a statement of the Japanese Ministry of 
International Trade and Industry, validated exports to 
Mainland China aggregated £1.26 million in the first 
nine months of 1953. For the entire 1952 period, vali- 
dated exports totaled only £0.12 million, so that this 
year’s amount is already almost ten times last year’s 
12-month total. During the same nine-month period this 
year, Japan’s imports from China totaled £0.80 million. 
Source: The Journal of Commerce, New York, N. Y., 

November 18, 1953. 


Indonesian Budget and Balance of Payments 


The Indonesian National Planning Bureau has made a 
comparison between the budgetary and balance of pay- 
ments trends so far recorded in 1953 and the targets 
which the Government had announced in December 1952. 
Gold and foreign exchange reserves fell during the first 
half of 1953 by about Rp 400 million, which compared 
favorably with the target balance of payments deficit for 
the year of Rp 1.3 billion. In July, however, the Bank 
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of Indonesia had been obliged to sell Rp 350 million in 
gold to maintain its foreign exchange holdings, and there 
were also heavy foreign exchange outflows, so that by 
the end of the month the deficit for the year had increased 
to Rp 800 million. 


Foreign exchange earnings from exports are slightly 
below the target set for them and, with export prices 
falling continuously, it will be difficult to attain the target 
for the year. Sporadic efforts have been made to en- 
courage exports, but no systematic policy has yet emerged. 

Foreign exchange movements in the black market in 
July and August indicated that confidence was no longer 
increasing. The quotation for the U.S. dollar, which had 
improved from Rp 28 at the end of March to Rp 24 in 
May and June, had risen again to Rp 28 by the begin- 
ning of August. (The official exchange rate is Rp 11.40 = 
US$1.00.) 

Imports have been kept in check by increased import 
surcharges and the system of advance payments for for- 
eign exchange. By the end of the first week of August, 
however, import licenses issued amounted to Rp 4,600 
million, which somewhat exceeded the import target laid 
down at the beginning of the year. The cut in the total 
value of imports in the first half of the year was about 
13 per cent, with a shift from small expensive items, 
such as watches and fountain pens, to bulky cheap im- 
ports, such as cereals and textiles. If the target is to be 
realized for the whole year, imports in the second half 
will have to be 16 per cent less than in the first half 
of 1953. 

The excess of government outlays over receipts in the 
first half of 1953 was Rp 1,580 million, of which, how- 
ever, Rp 680 million was on account of delayed expendi- 
tures from the 1952 budget. The planned budgetary 
deficit for 1953 was Rp 1.8 billion. Bank of Indonesia 
advances to the Government fell by nearly Rp 2 billion 
in the second quarter, mainly on account of profit from 
the revaluation of gold holdings and receipts from ad- 
vance payments. Total government holdings of advance 
payments amounted to Rp 1,465 million at the end of 
June. The net contribution of government operations 
to the money supply in the first half of 1953 was about 
Rp 550 million. Any further reductions in this year’s 
government spending are thought to be politically impos- 
sible. The situation still calls for continued restrictions 
on imports and deflationary monetary and fiscal policies. 
However, the Government is faced with the dilemma that 
any further restriction of imports by direct action will 
release advance payments and thus increase inflationary 
pressure at the same time that the supply of goods is 
reduced. The requirement for advance payments has 
had a substantial influence on both the money supply 
and the volume of imports. It is, however, a stopgap 
measure at best, with only temporary effects. 

The report of the Bureau recommends that serious 
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consideration be given to a revision and extension of 
the advance payments system, and to the introduction 
of a system that would permit the Bank of Indonesia ty 
impose a ceiling on aggregate bank deposits, with q 
reserve of 100 per cent required for any deposits jn 
excess of the ceiling. The real solution of the Indonesian 
problem, however, lies in budgetary balance and increased 
production. 

Source: Ekonomi dan Keuangan Indonesia, Dijakarta, 

Indonesia, September 1953. 


United States and Canada 


U.S. Production, Inventories, and Consumer Credit 

Industrial production in the United States, which for 
the most part has been declining since March, fell from 
231 per cent of the prewar (1935-39) average in October 
to 228 per cent in November. Most of the decline was in 
durable goods output, which in November was almost 
9 per cent below the March peak, while that of nondur. 
able goods was about 414 per cent lower. 

Reflecting declines in production and a more cautious 
inventory policy by businessmen, total inventories in 
October rose less than is usual at this time of year. On 
a seasonally adjusted basis, inventories of nondurable 
goods manufacturers declined by about $200 million, or 
1% per cent, the first decline since January. Retailers’ 
inventories of durable goods also declined by about 
$200 million, or 2 per cent, during October. 

Consumer installment credit outstanding in October 
rose by $139 million, or one half of 1 per cent; the in- 
crease was small when compared with the $521 million 
increase in October 1952. Almost 80 per cent of the 
October increase this year was in automobile paper. 
Sources: The Journal of Commerce, December 2, 1953, 

and The Wall Street Journal, December 8, 1953, 
New York, N. Y. 


Recent Trends in U.S. Construction 

U.S. construction activity is expected to set a new 
record this year, with work put in place during the first 
ten months about 7 per cent above that in the comparable 
1952 period. The largest increase over last year— 
about 50 per cent for the first ten months—is recorded 
for commercial construction, comprising stores, restau- 
rants, garages, office buildings, and warehouses. The 
increase reflects the elimination of restrictions on the use 
of metals and the end of credit restrictions that had 
limited mortgages to 50 per cent of the value of com: 
mercial properties. 

Expenditures for residential construction in 1953 will 
probably be greater than in 1952, although the number of 
dwelling units started has been declining since April. 
Outlays by public utilities continue at a high rate, and 
through October they were 10 per cent above 1952. The 
slight decrease in industrial construction is consistent 
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with the passing of the peak of the construction phase 
of the defense program in manufacturing. Public con- 
struction will probably set a new record in 1953; while 
federally financed projects have declined since mid-year, 
these declines have been more than offset by increased 
expenditures by state and local governments. 


Source: Department of Commerce, Survey of Current 
Business, Washington, D. C., November 1953. 
(anadian Business Outlook 
According to Canada’s Minister of Trade, the gross 
national product for 1953 is likely to reach Can$24 bil- 
lion, an increase of 5 per cent over 1952. Capital out- 
lays are estimated at $5.6 billion, an increase of 9 per 
cent. Since the beginning of 1952, when prices leveled 
off, wages and salaries have risen by 16 per cent; and, 
while farm incomes have fallen below those of 1950 and 
1951, they are still higher than in earlier years. Con- 
sumer purchases have risen by 12 per cent in volume 
over the past two years and personal savings are running 
at 8 or 9 per cent of income. Market conditions are 
likely to remain stable in 1954, with little indication of 
any serious interruption of the present prosperity. Never- 
theless, the sellers’ market has come to an end and more 
intensive competition may be expected both at home and 
abroad; at present there are soft spots in the farm 
machinery, textile, and electrical appliance industries. 
While the pattern of investment may change in 1954, 
with some decline in outlays on resource development, 
there will not necessarily be a sharp reduction in the 
total. Housing starts are likely to remain around the 
present figure of almost 100,000 a year; and in many 
industries the emphasis is shifting from the creation of 
new facilities to the modernization of existing plant. In- 
ventory expansion has not been out of line with business 
expansion, and government expenditure is likely to change 
very little. Export prospects are less firm, but such ad- 
justments as may occur in the United States are not likely 
to affect the demand for major Canadian exports, and the 
prospects for overseas wheat sales are reasonably good, 
although some reduction from the record sales of the 
past two years is probable. 


Source: The Globe and Mail, Toronto, Canada, Decem- 
ber 1, 1953. 


Latin America 


ron Ore Output in Venezuela 

Venezuelan iron ore production in the first half of 1953 
amounted to 1,103,826 metric tons, and exports were 
999,471 metric tons. Production for the same period 
in 1952 was 919,986 metric tons. For the whole year 
1952, production amounted to 1,969,802 metric tons, and 
exports to 1,906,673 metric tons. 

The Bethlehem Steel Company is now the only concern 
exporting iron ore from Venezuela, but in about three 


months the Orinoco Mining Company will also start 
exporting ore from Cerro Bolivar. The completion of 


a 90-mile railroad from Cerro Bolivar to Puerto Ordaz, 
the shipping port on the Orinuco River, together with 
the dredging of the Orinoco River (see this News Survey, 
Vol. VI, p. 154) makes possible ocean shipments of 
Cerro Bolivar ore. It is estimated that initial shipments 
will be at the rate of 2 million tons a year. 


Source: Embassy of Venezuela, Venezuela Up-to-Date, 
Washington, D. C., December 1953. 


Colombian Dollar Receipts From Gold Exports 
Colombia’s regulations regarding dollars received from 
gold exports were modified by a circular of October 13, 
1953 of the Banco de la Republica. Commercial banks 
are now allowed to deal in such dollars for their own 
account and without reference to the Exchange Registry 
Office or to the Prefecture of Gold Control. Dollar drafts 
sold by banks may be freely negotiated by the purchaser 
in Colombia or remitted abroad for the credit of his 
account. A free and legal market for dollars arising from 
gold exports has thereby been created, and there is a 
growing demand for these dollars. The rate is now 
around 3.15 pesos per U.S. dollar, or some five points 
higher than the black market rate. 
Source: Bank of London & South America, Fortnightly 
Review, London, England, November 14, 1953. 


Foreign Investment in Chile 

Decree Law No. 427, covering new legislation on for- 
eign investment, which was issued by the Chilean Govern- 
ment on November 10, was published in the Official 
Gazette on November 26 and entered into force imme- 
diately. Under the decree, the control of foreign invest- 
ment is vested in the “Committee on Foreign Invest- 
ment,” created for that purpose. The economic activities 
in which new capital may be invested are described in the 
decree. They are productive activities in general, with 
priority for export industries, industries substituting for 
imports, those producing for the home market which use 
a large percentage of national raw materials, or credit 
establishments designed to promote production. 

Authorized foreign investment may be in kind or in 
currency or both. Investment in kind may consist only 
of equipment (machinery, raw materials, tools, acces- 
sories) that is to be installed in Chile. 

Investors can make remittances after five years, and 
the annual remittance shall not exceed 20 per cent of the 
invested capital. Interest and profits can be freely re- 
mitted without any specific exchange permit or any limita- 
tion as to amount. The Internal Revenue Office must 
provide certificates showing the amount of profits actually 
earned and attesting to the payment of taxes on such 
profits. Foreign investors in export industries may use 
part of the exchange proceeds from their sales abroad to 
remit interest or profits. 
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These exchange operations are to be effected through 
the banking system, and the amount of foreign exchange 
necessary for the remittances from these new investments 
is to be allocated in the exchange budget, annually. 

The decree also grants certain fiscal exemptions and 
other privileges for a period of ten years. All imports 
in kind are exempt from customs duties and from all 
other import taxes. New taxes are not to be imposed 
on these activities. In the event of a change in the rate 
of exchange, a foreign investor may revalue his capital 
so that he will not be liable to capital gains taxation. 
Price controls will not apply to the commodities produced 
by these new industries except where similar domestic 
production is subject to price control. Reinvested profits 
are subject to the same system of regulations and 
privileges as new capital investments. 

Source: Diario Oficial, Santiago, Chile, November 26, 
1953. 


Copper Policy Approved by Chilean Senate 

On December 4, the Chilean Senate agreed to sell the 
present copper stocks at US$0.30 per pound, to sell new 
production at the going world price, to revise the system 
of taxation and currency exchange rates on U.S. firms 
operating in Chile, and to sell copper to all countries 
provided Chilean national interests are given paramount 
consideration. 
Source: The Journal of Commerce, New York, N. Y., 

December 5, 1953. 


Other Countries 


Australian Economic Conditions 

The price index of Australian imports, as recorded 
by the Commonwealth Bank, has fallen 10 per cent since 
its peak in late 1951. Although prices of the group, 
“metals and machinery, including vehicles,” have risen 
from their peak, the “other manufactures” group has 
dropped by 17 per cent and “other raw materials” by 
35 per cent. For some industries, cheaper materials are 
thus indicated; for others, keener competition from 
abroad is signaled. 

Provided overseas reserves are maintained at a reason- 
ably safe level, the remaining import restrictions (see this 
News Survey, Vol. VI, p. 124) may be lifted or alleviated 
early in 1954. 

While import prices are down, Australia has been 
favored not only by good seasons but also by a phenom- 
enal wool market, which shields the economy and offsets 
the downward trend of prices of most other commodities. 
There is an increasing dependence on high export prices 
to cover domestic costs. 

Lower import prices present sharper competition 
against costs of production in some local manufactur- 
ing industries. Paradoxically, this follows a strong re- 
covery from iast year’s trade recession, with improved 


sales, reduced stocks, increased output, and lower taxes, 
Wool prices remain firm and, in spite of the piecemeal 
application of the Arbitration Court’s ruling to cancel 
automatic wage adjustments (see this News Survey, 
Vol. VI, p. 155), there are hopes that this phase of 
inflation will steadily subside. 

Source: The Financial Times, London, England, Decenm. 

ber 4, 1953. 


Government Ownership of Bank of New Zealand 

The New Zealand Prime Minister has stated that the 
Government does not intend to restore the Bank of New 
Zealand, which was nationalized in November 1945, to 
private ownership. A shareholders’ committee had asked 
for legislation to provide that ordinary shares should 
again be made available to private ownership, and to 
give ex-shareholders the right to acquire them on the 
basis of the compensation price paid to them in 1945, 
Source: New Zealand Embassy, News From New Zea. 

land, Washington, D. C., November 1953. 


Canadian Aid to New Zealand Newsprint Industry 

The Abitibi Power and Paper Company of Toronto 
is to provide advice and personnel in setting up the New 
Zealand pulp, paper, and timber mills of the Tasman 
Pulp and Paper Company. Payment for Abitibi’s services 
will be based on production and will terminate twelve 


months after production reaches 50 per cent of capacity. 
The New Zealand project involves a total outlay equiva- 
lent to Can$75-80 million; it will be in operation by 


1955. It will have an initial annual capacity of 75,000 
tons of newsprint and 50,000 tons of pulp produced from 
artificially sown forests. Contemplated additions would 
raise the newsprint capacity to 150,000 tons, equivalent 
to almost the whole of the present requirements of Aus- 
tralia and New Zealand together. Another Canadian firm 
is responsible for the design and construction of the plant. 
(See also this News Survey, Vol. V, p. 148.) 

Source: The Financial Post, Toronto, Canada, Novem: 


ber 28, 1953. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 
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1818 H Street, N.W. Washington 25, D. C. 
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